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SUMMARY

Mt. Wilson FM Broadcasters submitted Comments in this proceeding based upon

facts relevant to the remand issues. The Clear Channel Comments consist of unsupported

and inconsistent arguments, irrelevant arguments unrelated to the remand issues, advice

to the Commission to ignore the intent of the Court of Appeals decision, the flawed (and

tlH:rcforc irrelevant) Statement of Professor Hausman and, finally, outright

disingenuousness. While the Clear Channel Comments contain excessive hyperbole, the

Comments are devoid of relevant facts. The primary purpose of the Mt. Wilson Reply

Comments is to direct the Commission's attention to the shortcomings of the Clear

Channel Comments and to destroy the creditability that otherwise would be accorded

timely-tiled Comments.
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BEFORE THE

...1feberal UCommunicationg UCommiggion
In the Matter of )

)
2006 Quadrennial Regulatory Review- )
Rcview of the Commission's Broadcast ) MB Docket No, 06-121
Ownership Rules and Other Rules Adopted )
Pursuant to Section 202 of the )
Tclecommunications Act of 1996 )

)
2002 Biennial Regulatory Review - Review) MB Docket No, 02-277
of the Commission's Broadcast Ownership )
Rules and Other Rules Adopted Pursuant )
to Section 202 of the Telecommunications )
Act of 1996 )

)
Cross-Ownership ofBroadcast Stations and) MM Docket No, 01-235
Ncwspapcrs )

)
Rules and Policies Conccrning Multiple ) MM Docket No, 01-317
Ownership of Radio Broadcast Stations )
in Local Markets )

)
Dcfinition of Radio Markcts ) MM Docket No, 00-244

MT. WILSON REPLY TO CLEAR CHANNEL COMMENTS

Mt. Wilson FM Broadcasters, [ne, (hereinailer "Mt. Wilson), licensee of station

KMZT-FM, Los Angelcs, California and standard broadcast station KKGO, Beverly

Ilills, California, hy and through its counsel, respectfully submits its Reply to the C\car

Channcl Comments (hereinafter "Clcar Channel" and/or the "Company")'!

The purposc of the Further Notice of Proposed Rulemaking (hcreinaftcr "Further

Notice") was succinctly set forth in Paragraph I of thc Further Notice, as follows:

1 Mt. Wilson has tiled a Motion to Strike Clear Channel Comments, The instant
Mt, Wilson Rcply assumcs that the Motion will not be granted and/or will not be
timcly grantcd,



'"With this Further Notice of Proposcd Rulemaking ("Further
Notice"), we seck comment on how to address the issues raised bv
the opinion of U.S. Court of Appeals for the Third Circuit iil
Prometheus v. FCC and on whether the media ownership rules are
"necessary in the public interest as the result of competition"
(footnotes omitted),

The identification of issues (as construed by the Commission) remanded to the

Commission is set forth in Paragraph 21 of the Further Notice, summarized as follows:

I, The existing specific local radio ownership limits do not support the

Commission's rationale that such limits ensure five equal-sized competitors in most

markets;

2. The Commission failed to justify five equal-sized competitors as the

appropriate benchmark for measuring competition and did not reconcile such benchmark

with the DOJIFTC Merger Guidelines;

3. The Commission failed to show that the limits ensured that five

equal-sized competitors have or would emerge under the numerical limits;

4. Failure of the Commission to explain why it did not take into

account "actual market share" when deriving the numerical limits;

5. Failure of the Commission to support the AM subcaps.

The Court of Appeals for the Third Circuit (hereinafter "Court") remand, however,

was not entirely "open-ended." The issues identified by the Commission were in fact set

f()rth by the Court's decision within a framework· wherein the Cotili provided its

opinion and/or advised the Commission as to certain issues. The specific issues wherein

the Court stated its opinion and/or advice are as follows:
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I. Numerical limits are neeessarv and arc supported by a reasoned analysis
(l'rom",thcl[!i.pp.431-432); - .

2. Specilic numcrical limits were not supported by a reasoned analysis
(Prometheus, pp. 432);

3. The Commission did not sufficiently justify the number "five" as the
appropriate benchmark. The concept of five equal-sized competitors as the
benchmark fl.)r competition is based on a game theory which conflicts with
the DOJ/FTC Merger Guidelines (Prometheus, pp. 432-433);1

4. Market share is an absolute essential in measuring competition.
Commission rationale for not taking into account market share has already
been rejected by the Court (Prometheus, pp. 433-434).

With respect to the Court's opmlOn and advice as to the above-referenced remanded

issues and, further, considered in the context of the unusually forceful Court language

(i.e .. "It defies logic... Prometheus, p. 433. . .. Had it [the Commission1proffered the

'market share is too fluid' rationale, we have alrcady rejected that explanation ..."

Prometheus, p.434), the referenced Court opinion/advice as to these issues matters

should be deemed "absolutes" and must be adopted by the Commission as integral

clements of the revised radio ownership rules in order to avoid a second remand.

Mt. Wilson's Comments are consistent with the Court's opinion and advice, are

directed to the issues raised by the Prometheus decision and include Arbitron Market

Share data for the Los Angeles market covering the years 2001-2005. (Attachment 2 to

Mt. Wilson Comments). Reference to the Market Share data confirms the Court's

unequivocal statement directed to the Commission - "It defies logic to assume that a

1 Separate and apart from the fact that the Court believes the Merger Guidelines must be
jl.)llowed in determining radio ownership limits, the Court could not reconcile the
Commission's reliance on the Merger Guidelines to derive new ownerships for local
television stations and ignore the Merger Guidelines in determining local radio
owncrship limits.



combination of lop-ranked stations is the competitive equal to a combination of low-

rankcd stations" (Prometheus. p. 433) and. [llrther. identifies the dominant entities in the

los Angeles radio market (Clear Channel and CBS, Clear Chan,nel being the most

dominant). Indeed, two dominant entities throughout the five-year span have controlled

approximately 40% of the market revenue. l

The Clear Channel Comments on the other hand primarily focus on matters which

are not identified as remand issues, are not relevant to the Commission's request for

comments, suggests solutions which are not viable or are beyond the purview of the

Further Notice, advocates policies contrary to the Court's intent and in one instance

(pertaining to the competitive and economic status of the Company) sets forth an

argument contrary to Company management's public statements. Significantly ignored

are the matters of competition (other than competition between Clear Channel and

satellite radio) among the existing terrestrial radio stations (as evidenced in the Los

Angeles radio Arhitron market, Attachment 2 to the Mt. Wilson Comments) and

consideration of the likely impact of increasing the radio ownership limits on independent

operators with niche programming and/or far fewer stations than the Clear Channel

group.

J If the Commission's theory of five equal-sized competitors was viable. the Los
Angeles market would have five dominant equal-sized stations, none of which
singularly would approach 20% of the market revenue. The market share data for the
Los Angeles radio market refutes the Commission's theories regarding the number
five as the benchmark and as to the emergence of five equal- sized competitors.

-4-
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I. Program Format Diversity/Localism Are Not Issues in the Further Notice

i\ substantial portion of thc Clear CI~annel Comments is dcvotcd to format

divcrsity/localism, i.e., Clear Channel station operations in diverse markets throughout

the United States (pp. 17-43 of Clear Channel Comments). Initially, it should be noted

that neither format diversity nor localism are issues raised by the Court and are not issues

on which the Further Notice sought comments.1 Nevertheless, to put the matter at rest,

Mt. Wilson respectfully brings to the Commission's attention that Program format

Diversity was specifically addressed and rejected by the Commission as a valid argument

in support of more consolidation, stating (2002 Biennial Regulatory Review, Report and

Order and Notice of Proposed Rulemaking, (hereinafter, 2002 "Regulatory Review"), 18

F .C.C. Red., 13627 (~ 314),

"i\fter a careful review of the economic literature, however, we
cannot confidently adopt the view that we should encourage more
consolidation in order to achieve greater format diversity."

Underlying this conclusion and disputing the argument that " ... reductions III the

numbers of owners in radio markets led to an increase in radio format labels" (2002

Rcgulatory Review, p. 13740 at ~ 310), thc Commission stated

"While we agree that the Duncan formats allow a somewhat richer
portrayal of the variety of music than the more general format
categories, we are not certain how substantial the difference
between many of these minor subcategories within the major
categories of format are."

1 i\s distinguished from the mattcr of program format diversity, the Commission
concluded that Outlet Diversity (in the form of independent ownership)
" ... contributes to our goal of promoting vicwpoint." (2002 Regulatory Review,
p. 13632 at ~ 39) and particularly radio which " ... remains one of the most affordable
means by which a potential new entrant can enter the media business." (2002
Regulatory Review, p. 13632 at ~ 40)
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The reality is that group ownership tends to produce multiple variations of the

most highly rated fonnats, a result that will inevitably repeat itself if the existing

ownership limits are increased. Pragmatically, formats of Clear Channel and other

dominant stations are dictated by ratings, NOT by program diversity (see Attachment I,

Mt. Wilson Comments). The Clear Channel Comments pertaining to both program

format diversity and localism are not relevant and arc not issues in the Further Notice.

II. The Antitrust Laws Are Not a Sufficient Safeguard to Guard Against
Anticompetitive Behavior

Clear Channel suggests that the antitrust laws are sufficient to guard against

antieompetitive behavior (Clear Channel Comments, p.43). In fact, the Los Angeles

Clear Channel stations have engaged in anticompetitive conduct, the primary purpose of

which was two-fold, I) require advertisers to place 100% of their radio advertising

budget on Clear Channel stations; 2) stifle the competition. The Clear Channel modus

operandi enables the advertiser to take advantage of access to the eight Clear Channel

stations and, furthcr, to receive discounts. The "quid pro quo," however, requires that the

advertiser agree to devote all of its radio advertising budget to Clear Channel stations and

to refrain from purchasing radio time on any other Los Angeles radio market station.~

The specific factual situation described herein has occurred no Icss than six times during

the most recent fall sales period in connection with Mt. Wilson's efforts to obtain ncw

~ Obtaining Justice Department action in the factual situation describcd is not a viable
option. Considering the work load and the priorities of the Los Angeles DOJ office
and the nature/overall significance of such a complaint, the likelihood of DOJ timely
intervention (if ever) is infinitesimal.
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advertising for station KM7T-FM.~ (Scc Mt. Wilson Comments, pp. 13-14). Thc ability

of Clcar Channcl (or othcr dominant licensccs with multiple stations) to engage in such

anticompetitive bchavior exists because Clear Channel is now permitted to operate

multiple stations in the Los Angeles market and is the dominant economic force in the

Los Angeles radio market.2 The Commission's presumption that licensees with multiple

stations and economic power will not engage in anticompetitive conduct is a fiction,

refuted by the facts. In light of Clear Channel's previous anticompetitive conduct, the

Clear Channel assertion that the antitrust laws are a sufficient safeguard is blatantly

disingenuous. Increasing the radio ownership limits equatcs to a "Iree pass" (FCC

approval) to continue anticompetitive conduct. Thc consequences of increasing the radio

ownership limits are inevitably predictable: Clear Channel will have still more leverage

to exercise its economic dominance and to exacerbate its existing anticompetitive

conduct; less revenue will be available to the independent operators; and the number of

independent operators will be diminished (or wholly phased out) with the concomitant

elimination of diversity of opinion that independent licensees provide.

~ An analogous experience occurred in 2003 wherein an eXlstmg advertiser on the
Mt. Wilson standard broadcast station licensed to Beverly Hills (now identified as
KKGO) informed the President ofMt. Wilson that he would no longer buy time on the
Mt. Wilson station due to an advertising agreement with Clear Channel which required
100% of his radio advertising budget to be spent on Clear Channel stations. While
Aflidavits/Declarations are not required for rulemaking proceedings, Declarations
affirming the described factual situations will be submitted in connection with a
prospective Petition to Dcny.

1: To a lesser extent, CBS Radio (the other dominant station in the market - number 2)
also has resorted to similar practices.
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III. Clear Channel is Not Economically Threatened by Increased Competition,
New Technology

Section III of the Clear Channel Comments (pp. 50-66) presents a hodge-podge of

arguments, the primary foundation of which rests upon the contention that increased

competition has already adversely affected the radio industry and threatens "... the

ahility of free, over-the-air radio to remain viahle (Comments, p. 51). These arguments

include new technology (focusing primarily on the 270 channels collectively provided by

XM and Sirius) vis-a-vis the eight-station limit imposed upon terrestrial radio; the decline

and prospective continuing decline of terrestrial radio's economic growth; the importance

of free, over-the-air radio in crisis situations; the "modest" request to restrict the increase

in radio ownership limits to only the 17 largest markets in the country; the support of 23

members of Congress; the efficiency of group ownership; and the argument that

ownership should be based on the number of outlets, not audience or market share.

These arguments are either irrelevant, half-truths, misleading and/or simply disingenuous.

A. As the Result of the New Technologv, Clear Channel Now Operates
Stations in the Major Markets in Excess of the Numerical Caps.

The Clear Channel focus on the new technology (and specifically satellite radio)

as a justification fClr increasing radio ownership limits (pp. 51-53) constitutes a hiased

sci t~scrving and disingenuous viewpoint. Clear Channel asserts (p. 51),

"Today, free, over-the-air radio faces many more competitive
threats. .. and the competition comes from media that are not
crippled by the regulations... that stifle the industry. In every
single local market, satellite radio companies ...together deliver
270 channels ....These competitive challenges - and the inequities
imposed by the local radio caps - are currently threatening the
ability of free, over-the -air radio to remain viable."
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In liKL as thc Court corrcctly concludcd. competition is beller mcasured by market share,
.

N( rr by thc Illunber of stations.~ Initially, it should bc noted that satellite radio is a

subscription service and, as such, will ncver command the audienee size available to free,

ovcr-the-air radio.2 Indeed, if one accepts the Clear Channel rationale, the only way for

free, over-the-air radio to equalize the competition is to allow virtually unrestricted (no

ownership caps) group ownership of radio stations (clustering stations) at the expense of

thc independent operators and the concomitant loss of viewpoint diversitylO

With respect to competition betwcen free, over-the-air radio and satellite radio (a

part of the new technology), Clcar Channel omits the FACT that it benefits from the new

technology (in the form of 110 radio) and now operates 10, 12, or more stations in the

larger markets. In Los Angeles, Clear Channel has five analog FM stations and three AM

stations. An HD radio Alliance has bcen established in the major markets, including Los

Angeles, the primary purpose of which is to promote HD radio. Clear Channel is a

mcmbcr of the Alliance. While the HD-I channel is utilized to simulcast the analog FM

station, the HD-2 channel provides separate programming (commercial free for a limited

~ Although the Court concluded that market share was an essential element of
determining competition (Prometheus, p.434), Clear Channel continues to measurc
competition solely by the number of outlets - 270 collectively for satellite and eight
for a single group owner. The Court concludcd that the singular usc of numerical
outlets to measure competition was flawed. (Id.)

~ The future of competing satellite radio operators is in doubt (See Appendix A).
Additionally, the trade press has reported satellite radio/SEC problems, i.e., counting
as subscribers unsold new cars equipped with satellite receivcrs and the failure to
report prior subscribers who did not renew.

!!! The Clear Channel Comments state at p. 51, beginning on line 2 "... the enhanced
opportunities for clustering stations together in local groups has not had any adverse
eJIect on competition. 154 Footnote 154 states "See supra Section II.D." The
Comments do not include a section identified as "II.D'· The unsupported allegation is
analogous to the Commission's position that five equal-sized competitors is the right
benchmark for competition and deserves the same comment as the Court stated in
responding to such Commission position - "It defies logic...." Prometheus, p. 433.
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pLT;od 01 time). Consequently, Clear Channel now operatcs in Los Angeles lIve FM

;lIwlog stations and at !e;lst Ilvc FM digital stations (IID-2), all of which provide separate

music 1()J"mats. In addition to at least I() FM stations, Clear Channel operates three AM

stations in the Los Angeles markct, a total of no less than 13 separate format stations.

Pragmatically, Clear Channel now operates more stations than the "modest" increase it

seeks. HD radio holds thc potential to provide multi-separatc ehannelsH Considering

the existing economic dominance of Clear Channel in the Los Angeles Arbitron market

(see Mt. Wilson Comments, Attachment 2), an increase in the radio ownership limits to

satisfy hoardroom demand for ever increasing profits is not in the public interest and

surely will further imperil the independent operators.

Terrestrial (free, over-the-air) radio has and will continue to benefit from new

technology, (such as HD radio, a fact acknowledged by Clear Channcl at p. 57 of its

Commcnts) and to remain competitive without the necessity of increasing radio

ownership caps12 Conversely, if the clear Channel "modest" request is adopted, then the

lID radio channels should be countcd for purposes of determining compliance with the

multiple ownership rulc.

l..! Thc number of potential HD multicast channcls is dependent upon formats. Tests
show that it is possihle to achieve two near-CD quality channels, plus up to four
additional voice-grade channels (sce Appendix B).

12 According to the Clear Channel Comments (p. 57), however, only the mid-sized and
smaller markets will benefit from the diversity offered by HD radio ~ a position which
lacks a hasis and defies common sensc.
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B. The Compctitive Threats, the Dire Economic Conscquences for the Radio
Industr Predicted b the Clear Channel Comments Are Contra to the
Company's Second Quarter 200 Report and to the Public Statements of
Clear Channel Management.

The Clear Channel Comments (pp. 51-53,57) plead dire economic consequences

for the radio industry absent relaxation of the ownership caps in the major markets, i.e.,

lowcred forecast for terrestrial radio's long-term growth (pp. 51-52); decline in time

spent listening to radio over the last decade, a trend that will continue over the next five

years (p. 52); radio advertising decline in 2006 (p. 52); radio revenue decline steadily

since 2002 when considered as a percentage of total U.S. advertising revenues (p. 52);13

declinc in stock value (p.52); and "... large-market stations... currently facing

particularly significant financial struggles" (p. 57, line 2).

The consequences set forth in the Clear Channel Comments do not apply to Clear

Channel and are in fact at variance with the Company's Second Quarter 2006 Report.

Company revenues were approximately $1.9 billion -- an increase from the $1.7 billion

rcportcd for the second quarter of 2005. The increase in revenues spanned all operating

segments and was led by the Company's outdoor advertising segment with 9% growth

and the radio segment with a 6% increase to $963.5 million (see Mt. Wilson Comments,

Attachment 3). Mark P. Mays, Chief Fxeeutive Officer is quoted as follows (Mt. Wilson

Comments, Attachment 3):

"As we take steps to secure our growth over the long-term, we
remain committed to generating profitable growth and cash returns
for our shareholders.... We remain very optimistic about our
growth prospects in 2006.... Our operating momentum has
continued into the current quarter. Our radio division's

.!l Absent the decline of Clear Channel revenues, decline considered as a percentage of
total U.S. revenues is irrelevant.
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perflJrmance surpassed our expectations and once again far
outpaced the industry. Our top-25 radio markets performed
particularly well, generating the highest percentage growth of any of
our markets.--

Randall Mays, President and Chief Financial Officer commented as follows (Mt. Wilson

Comments, Attachment 3),

"Our second quarter results reflect strong growth and healthy
fundamentals across our operations. . .. As we continue to convert
our audience gains into top-line growth, we will continue to
generate profitable returns for our shareholders. Looking ahead, our
solid balance sheet and tremendous financial llexibility support our
efforts to maximize the value of our assets."

Following the release of the Clear Channel Second Quarter Report, analysts shared

management's optimism. Fred Moran, media stock analyst for the Stanford Group stated

(Mt. Wilson Comments, Attachment 3),

"Advertisers [on Clear Channel stations] feel like they are getting
more for their money because ratings are climbing while competing
stations arc in decline... and the evidence is that the growth has
turned strongly positive despite the radio industry still struggling."

An analyst for Bank of America, Jonathan Jacoby (Mt. Wilson Comments, Attachment

3). stated that Clear Channel radio growth "should outpace the industry for the balance of

the year"

While the Clear Channel Comments portray an industry (which includes Clear

Channel) struggling to survive, Clear Channel Management proclaims a very positive

picture the increase in Company revenue, the stellar performance of the radio division

beyond expectations, the Company-wide record of strong growth and healthy

-12-
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fundamentals, optimism for growth prospects in 2006. The shareholders, the investors.

the gcncral public arc told one story: thc FCC is told the opposite.

Management's message is loud and clear. The Company is thriving; the radio

division exceeded expectations; and the "bottom line" Company objective is "generating

profitable growth and cash returns for our shareholders" - "maximize the value of our

assets." Management's message is intended to accurately reflect the status of the

Company, future expectations and the objectives of the Company whereas the Clear

Channel Comments describe a struggling industry, an argument even if flawed and/or

untrue. is deemed necessary in order to support an increase in radio ownership caps

irrespective of the "suspect" validity. In evaluating Clear Channel Comments, the

Commission should reasonably assume that the Company's Second Quarter Report is

accurate; that the statements directed to the general public (including shareholders and

investors) by top Company of1icials arc truthful; and, therefore, should reject the Clear

Channel arguments set forth in the Comments which arc contrary to Management's

public position.

As evidenced by the Company's public posture (and as distinguished from the

Clear Channel Comments), Clear Channel is an economically healthy company,

including its radio division: it is not a company fearful of competition from satellite radio

(or any other new technology); it is not a company that needs less regulation in order to

survive. Its primary objective is to maximize profitability for its shareholders.

Maximizing profitability (a legitimate private interest) does NOT equate to the public

interest. The competitive threats, the prospective dire consequences described by the

-13-



Clear Channel Comments do not exist at Clear Channel and cannot be accepted as a basis

I(,r increasing radio ownership limits. rhere is no valid public interest reason to increase

radio ownership limits.

C. The Importance of Free, Over-the-Air Radio in Crisis Situations.

The Clear Channel Comments (pp. 53-56) are devoted to the significant role

played by free, over-the-air radio stations (including Clear Channel stations) in the crisis

conditions resulting from Hurricane Katrina. While such information is enlightening

(and deserves to be lauded in the appropriate circumstances), the Further Notice is not the

appropriate circumstance. The value of local radio in crisis situations is not in question,

is not an issue posed by the Further Notice and clearly is not relevant as to whether the

radio ownership caps should be modified, either up or down.

D. The "Modest" Request to Restrict the Increase in Radio Ownership Limits
to the Seventeen Largest Markets in the Countrv Equates to a Sheep in
Wolfs Clothing.

The seventeen largest markets contain a population of approximately 87,000,000

persons (based on U.S. Census estimates of all persons 12 or older updated and projected

to January I, 2007u As is clearly apparent, the Clear Channel proposal is intended to

"milk" the largest and most economically productive markets in the United States. The

focus on the largest markets (Comments, pp. 56-59) is purely economically driven and

would benefit only the largest group owners; the alleged public interest factors are mere

"window dressing" - absolutely without regard to the traditional public interest factors

(i.e., diversity of opinion, competition) and without regard to the adverse impact on the

U The Clear Channel Comments dwell on the number of stations in the seventeen
markets. Such argument, again, ignores the Court's conclusion that market share, not
station numbers, should be the standard for measuring competition.
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il1lkpcndcnt and small radio opcrators. IS Markets totaling 87,000,000 persons arc not a

"nwdcsf' rcqucst; the true purposc \Vas candidly sct forth hy Company management

"... we remain committed to gencrating profitable growth and cash returns for our

shareholders...." (Mt. Wilson Comments, Allachment 3). Private interest, at the

expense of the public interest, is not a justification for increasing the radio ownership

limits.

E. Congressional Support Is Irrelevant to the Issues Specified by the Further
Notice.

The Clear Channel Commcnts (p. 58) states that " ... twenty-three members of

Congress form hoth sides of the political spectrum have voiced support for a modest

increase in the local radio ownership limits" in the larger markets. Congress is composed

of approximately 540 members. If a majority of the total membership favored a modest

increasc, such information arguably (Congress is an elected body) could be deemed

rckvant to the issues specificd in the Further Notice. Accepting the number 23 as the

totality of members of Congress supporting a "modest" increase, it is accurate to state

that approximately 517 members of Congress have not "voiced support for a 'modest'

increase,,16 The reference to those memhers who voiced support (but equally applicable

10 those members who have not voiced support) is wholly irrelevant to the ultimate issue

IS While the Clear Channel Comments repeatcdly make usc of "catch word" verbiage
such as "stifle the radio industry"/"threatening the ability of free, over-the-air radio to
remain viable" when describing the competitive challenges vis-a-vis satellite radio,
ironically, such competitive challenges are equally applicable to the factual situation
faced by the independent and small operators vis-a-vis the dominant economic group
owners. The latter factual situation is conspicuously ignored in the Clear Channel
Comments.

1& Elections were held subsequent to the Comment filing date which may have affected
the number provided by the Clear Channel Comments.
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of whethcr radio ownership limits should be increascd. What may bc relevant are thc

"voices" who have li1cd Comments in this proceeding and who have participated in the

H'C forums throughout the eountry.!l

F. Efficiencics of Operation Through Group Ownership Is Thcoretical,
Dependent Upon the Specific Group Owner. Clear Channel Does not
Allocate the Efficiencies and Economics that Flow from Group Ownership.

In support of incrcasing radio ownership limits, thc Clear Channel Comments

suggest that group ownership will be beneficial (by way of allotting resources) to group-

owned stations in the smaller markets.

At page 57 of the Clear Channel Comments, it is stated

"Rathcr, an owner would be able to allocate the increased
etliciencies and economics that flow from group ownership in the
larger markets to those stations under its control that required the
most help...."

Initially, it should bc noted that Clear Channel is disposing of 448 smaller market

stations (see Appendix C). Consequcntly, the stations "that rcquired the most help" will

no longer be Company stations. It also should be noted that Clear Channel now operates

stations in the top 25 radio markets (Mt. Wilson Comments, Attachment 3, Mark Mays

quotc) and presumably opcrates radio stations in most of the top 100 radio markets. The

presumption that group ownership could/can lead to efliciencies, however, depends upon

the specific group owner. While the Clear Channel Comments are intended to persuade

!l The referencing of 23 mcmbers of Congress as having "voiced support for a modest
increase," coupled with the specific identification of Representative Fred Upton and
his letter to Chairman Martin, constitute an undisguised and irresponsible ploy to
utilize "Comments" as a methodology to inject politics into the decision-making
process of an Independent Government Agency - in short, intended to curry favor with
the Chairman.
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the Commission that the Company would allocate resources to mid-sized and smaller

markets, Clear Channel apparently does not allocate within its existing ownership

thlmework. 18 Considering the fact that Clear Channcl is now and has been a viable entity

with an even morc viable radio division, the question posed is why should the

Commission accept such argument as a basis for increasing radio ownership limits in

light of the Company's history of not allocating the benefits from group ownership to the

more needy stations'? The answer to the question is that the Clear Channel Comments

consist of verbiage which is contradicted by Clear Channel conduct. Clear Channel does

not now allocate the benefits from group ownership to its needy stations and reasonably

cannot be expected to change its behavior. To the extent that financial benefits now from

increasing the radio ownership caps, reasonably it can be expected that such benefits will

be utilized to meet the Company's primary objective - the maximization of profitability

for its shareholders.

Moreover, it is difficult to idcntiry whether Clear Channel stations in the larger

markets or the mid-sized/smaller markets are the more needy in terms of receiving the

benefits of the alleged increased efficiencies. The Clear Channel Comments at pages 56-

57 state

"The proposed increases in the level of permissible common
ownership in the nation's largest markets would also provide the
radio industry with help where it may be needed most, as large
market stations are currently facing particularly significant financial
struggles. Throughout 2006, smaller radio markets have continued

JJ! Specifically, at page 57, line 13, states "Thus a decision to modify the local radio caps
in large radio markets has the potential to provide important public interests benefits
[i.e., the allocation to the needy stations]. ..." The terminology "has the potential to
provide" implies that no such allocation has previously occurred.
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to outperform larger markets and this trend IS predicted to
. "" 19contll1ue.·-

Three lines following the above quotation (p. 57, line 6), the Comments state

"Rather, an owner would be able to allocate the increased
efficiencies that flow from group ownership in the larger markets to
those stations under its control that required the most help...."

The "bottom line" is that the Clear Channel Comments are contradictory. ambiguous,

disingenuous, do not support an increase in radio ownership limits and do not warrant

serious consideration.

G. The Court of Appeals for the Third Circuit Mandated Caps on Local Radio
Ownership Based on Market Share.

The Court's remand was not entirely open-ended. The Court's conclusions stated

(Prometheus, p. 432),

'The Commission's decision to retain a numerical limits approach
to radio station ownership regulation is 'in the public interest.'
Without numerical limits, radio markets risk becoming' locked up'
in the hands of a few owners (or even one owner) because all of the
available radio frequency spectrum has been licensed - a high
barrier to new market entrants. Order ~ 288. Based on record
evidence, the Commission justifiably concluded that numerical
limits arc necessary 'to guard against consolidation... and to
ensure a market structure that fosters opportunities for new entry
into radio broadcasting.' Id. ~ 291. For example, a MOWG study
found that, since the existing limits were imposed in 1996, the
number of radio station owners declined by 34% even though the
number of stations increased by 5.4%. George Williams & Scott
Roberts, Radio Industry Review 2002: Trends in Ownership,
Format, and Finance (MOWG Study No. II) at 3 (Sept. 2002).
Additionally, the record shows that today 10 parent companies - the
largest of which, Clear Channel Communications, owns 1200
stations nationwide, or 10% - dominate the radio industry and

Jt) The reference to "... large market stations are currently facing particularly significant
financial struggles" " ... smaller radio markets have continued to outperform larger
markets..." is contrary to the Clear Channel Second Quarter 2006 Report. wherein
Mark Mays stated "Our top 25 radio markets performed particularly well, generating
the highest percentage growth of any of our markets." (See Mt. Wilson Comments,
Attachment 3).
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control about two-thirds of both listeners and radio revenues
nationwide. Id. at 4. In contrast. prior to the 1996 Act's
deregulation, the largcst nationwide radio station combinations had
fewer than 65 stations each. Id"

(Prometheus, p. 434),

"The Commission does not explain why it could not take actual
market share into account when deriving the numerical limits80

Had it proffered the 'market share is too fluid' rationale, we have
already rejected that explanation in the context of the local
television ownership rule and the Cross-Media Limits. We also
note that the Commission has in the past extolled the value of
audience share data for measuring diversity and competition in local
radio markets.sl So the Commission's reliance on the fiction of
equal-sized competitors, as opposed to measuring their actual
competitive power, is even more suspect in the context of the local
radio rule." (footnotes omitted).

A fair and reasonable reading of the Court's decision is that I) the Court

aHirmatively concluded that ownership caps are necessary to guard against "over-

consolidation"; 2) the Court aftJrmatively concluded that market share data is an essential

factor in measuring competition; and 3) the adoption of rules without ownership caps

and/or without the use of market share data as a factor to measure competition will not

pass further judicial review. Nevertheless, Clear Channel's advice and recommendations

to the Commission (Clear Channel Comments, pp. 59-66) is to ignore the Court's

intcnt/mandate and to substitute the number of outlets for market share data as the

appropriate standard for measuring competition - notwithstanding the fact that the Court

has categorically rejected the number of market outlets as the measure for competition.

The Court has effectively mandated market share data as a factor to be utilized in

determining competition. Clear Channel's problem with market share data is that

Arbitron market share data accurately reflects competition and the Company's cconomic

dominance in the market place. (See Mt. Wilson Comments, Attachment 2).
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With respect to Professor J lausman 's Statement (Clear Channel Comments,

I'.xhihit 2) pertaining to the "Volatility of Market Shares", such inl()fJnation would have

heen more relevant to the remand issues and to the Clear Channel "modest" request if the

data provided information as to group ownership in the major markets. Such information

would have identified specific market shares and the number of equal-sizcd competitors

in the respective markets. Over the same time pcriod as Professor Hausman's study, the

market shares for the dominant entities in the Los Angeles Arbitron market (Clear

Channel and CBS/Infinity) were as follows:

2005
2004
2003
2002

Clear Channel

20.6%
20.2%
20.2%
19.9%

CBS/Infinity

18.4%
18.4%
19.0%
19.5%

These results indicate minute volatility, which means that actual market shares ARE a

reliable guide to future competitive significance. Professor Ilausman' s contrary

conclusion (hased on a biased study which ignores factual information relevant to the

remand issues) should be cvaluated within the factual context that he was employed by

Clear Channel to produce a document which would conclude that market share data was

an inappropriate method for measuring eompetition 20

20 Professor Hausman's Statement also addresses "Consolidation and Format Diversity"
and "Consolidation and Advertising Prices." The matter of format diversity is
irrelevant to the remand issues. Moreover, Professor Hausman does not define
"format" or address the Commission's concern "... we are not certain how substantial
the difference between many of these minor subcategories within major categories of
formats are." (2002 Regulatory Review, p. 13740 at 'Il310). As to the matter of
"Advertising Prices," the Statement focuses on anticompetitive conduct and concludes
that consolidation "... has not had anticompetitive consequences" on advertising rates.
Separate and apart from the anticompetitive aspects on advertising rates resulting from
consolidation, Mt. Wilson has lost advertising and has been unable to obtain new
advertising directly attributable to Clear Channel's anticompetitive conduct - arising
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('lear Channel's "problem" constitutes the precise reason why the Commission

should adopt market share data (at least as a lilCtor) in measuring competition. ('onsistent

with the Court's decision, the Commission's rules MUST retain radio ownership caps

and include market share data as a factor in measuring competition. To the extcnt that

Clear Channel believes otherwise, its arguments should be directed to the Court, not to

the Commission.

IV. Subcaps are Justifiable for the Purpose of Measuring Competition, Ensuring
New Entrants Into Broadcasting, Preserving Diversity of Opinion and
Preventing Anticompetitive Conduct

Attachment 2 to the Mt. Wilson Comments rellects Arbitron market share data for

the I.os Angeles radio market. The market share data for the Clear Channel stations is

based on eight broadcast stations - three of which are AM stations. The market share

data for Mt. Wilson stations is based on two broadcast stations - one of which is an AM

station. While generally AM stations do not command an audience size comparable to

I·M stations (irrespective of the reason), AM stations arc in fact a contributor to the

market share data for the respective broadcast entities. Moreover, the number of

broadcast outlets available to a group owner can be a factor in attaining economic

dominance and, thrther, stilling competition. Section II of the Mt. Wilson Reply

('omments describes Clear Channel's anticompetitive conduct which relies (as a lure to

advertisers) on the number of outlets (among other factors) available to advertisers.

. . . ('ont'd.
from Clear Channel consolidation and dominant economic power (see Mt. Wilson
Reply Comments, p. 6, supra.).
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Finally. the Court rccognized the danger of not having numerical limits and approved the

C(lmmi"ion's conclusion maintaining numerical limits (Prometheus, p. 432)

" ... the Commission justifiably concluded that numerical limits are
necessary 'to guard against consolidation... and to ensure a market
structure that fosters opportunities (or new entry into radio
broadcasting. ".

AM radio stations generally are less expensive than I'M radio stations and therefore

provide greater opportunity for new entrants. Absent AM subeaps, there will be less

diversity of opinion. less opportunity for new entrants. less competition and the

opportunity to further exploit anticompetitive conduct as already exemplified by Clear

Channel.

V. Conclusion

The purpose of licensee Comments is to provide information based upon the

respective licensee experience. The Comments submitted by Clear Channel not only do

not rellect the Clear Channel experience but in fact are contradicted by the public

statements of Clear Channel management. The Statement of Professor Hausman

(proffered as the primary basis for the Clear Channel Comments arguments) did not

provide inf(Jrmation as to group ownership market share in the major markets (and

particularly the top seventeen major Inarkets for \vhich the (,(,nl0dest" increase in group

ownership is sought) - the core essence of the remand.

The facts submitted with the Mt. Wilson Comments eompnse a) Arbitron Los

Angeles radio market share data for a five-year span; b) public statements of Clear

Channel management exalting the increase in Company revenue, the stellar performance
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of the radio segment beyond expectations. thc Company-widc record of strong growth:

and (c) examples of Clear Channel's anticompetitive conduct. In contrast to thc

Mt. Wilson Comments, the Clear Channel Comments are devoid of relevant facts-

substituting, therefore, unsupported arguments (which include inconsistencies), irrelevant

arguments unrelated to the remand issues, advice to the Commission that it should

disrcgard the Court's clear intent pertaining to the necessity of maintaining ownership

caps and the mandate to use market share data as a factor in measuring competition and

the flawed Hausman Statement (i.e., it excluded core information relevant to the remand

issues and cssentially functions as an abstraction to the remand issues). In the addition to

the absence of relevant facts, the Clear Channel Comments are guilty of a still greater sin,

disingenuousness. To assert that the antitrust laws are sufficient to guard against

anticompetitive behavior while the Company is contemporaneously engaging in

anticompetitive behavior and to assert dire economic threats to Clear Channel while the

contemporary Company Second Qumicr 2006 Report ret1ects an increase in revenuc,

together with Company management publicly proclaiming stellar performance of the

radio division beyond expectation/optimism as to 2006 growth prospects is not only

disingenuous, but deceitful. In short. the Clear Channel Comments lack creditability.

The primary basis for increasing radio ownership caps is succinctly set forth in the

statement of the Company's Chief Executive Officer, Mark P. Mays, " ... we remain

committed to generating profitable growth and cash returns for our sharcholders."

(Mt. Wilson Comments. Attachment 3). The beneficiaries of an increase in radio

ownership caps are Clear Channel and a handful of group owners - governed by



hoardroom mandated profits; the loser IS the puhlie interest. less competition, less

diversity of opinion,

Respectfully submitted

MT. WILSON FM BROADCASTERS, INC.

BY:~~~-& ~ ~GlL~X'
Robert B. .Iaeobi
Cohn and Marks LLP
1920 N Street, N.W.
Suite 300
Washington, DC 20036
(202) 239-3860

Its Attorneys

Dated: .I anuary 16, 2007
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Satellite Static
XM and Sirius are being pressured to merge because of financial troubles and are discovering what
others in the sector already know: It's a tough business

by Ste\,'E Roserlbush

Investors are agitating for a merger of XM Satellite Radio (XMSR) and Sirius Satellite (SIRI), the two prol/iders of radio

via satellites ,hal orbit the earth. Speculation about a deal began last summer and gained momentum in early December,

when Sinus cut 'ts sUbscriber forecast for 2006 from 63 million to between 5.9 million and 6.1 million (see

8usinessWeekcom. 12/5/06. "Sirius Sings the Holiday Blues"). Over the course of 2006, shares of XM and Sirius plunged

62% and 54% respectively, as investors fretted that the potential market wasn't big enough for two players.

Later I~ December, stock market pundit Jim Cramer proclaimed, in a~ interview with BusinessWeek Editor,in-Chief

Stephen Ad!er, that Sinu5 Chief Executive Mel Karmazin needed to do a deal with his rival. "If Mel Karmazin does not

merge with XM. he wi!' not mako it. That company carlnot stand alone," Cramer said (see Busine5sWeek.com, 12125106,

"But JI~n What Do YOl) Really Think?"). And on Jan. 10, analyst Eileen Furukawa of Citigroup (Q) issued a research

report saying that top executives at XM seemed more open to a merger, sending shares in both XM and Sirius higher

(see BusinessWeek.coli'l, 1/10107, "Weddino Belis for XiYi and Sirius?").

SATELUTE STRUGGLES
Trouble In the sateilite business? It's an issue that goes well beyond Sirius and XM. DirecTV (QD{) ane rival satellite TV
operator EchoStar (Q.J!.U:j) are struggiing to surVive as i~dependerlt companies and may merge or be acqUired by big

telecom compan;es These are just the latest in a long series of satellite operations that have discoverM the aifficullies of

pUiling profits from the skies by offering telecom services, Internet acce5s, and more. In each case, loft)/I)/'omises have

given way 10 wrenching restructunngs. and I" some cases bankruptcy.

Saleliite businesses have iong looked easier tharl they actually are. "Terrestrial networks can build a littls and add some

customers and build a little more," says Matthew D~5ch, CEO of mobile satellite phone operatio~ Iridium. "Satellite is

different because you have to pay for the rockets and the satellites all at once."

He should know. The original Iridium, the predecessor to the oompany Desch now runs, was one of the most notorious

flameOuts an satellite history. The ~'Ompany was launched by Motorola (MOT) in the 1990s and began s'3'''vlce irt 1998

with a phone cail by AI Gore, then Vice-Preslaent of the U.S But the company filed for bankrup1cy the IWxl year, a5

service fell short Of e>:pectations and demand faltered. Motorola, Which took in billions in revenues from Sup~"ying the

origlnai Iridium With equipment, faced multipiG lawsuits, which it later settled out of court,

http://w\./·w.ousim::ss.Neek.com!tlwdiilly!dnn;\$h{content!J;;n2007{db20C7011L097432.htm Page 1 ~(2



From: NAB SmartBrief [mailto:nab@smartbrief.com]
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To: Roy R. Russo
Subject: November 29, 2006 - Sirius, XM merger likely in next 18 months, analyst says
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• Sirius, XM merger likely in next 18 months, analyst says
There's a 75% chance that either Sirius Satellite Radio or XM Satellite Radio Holdings
will make a bid for the other by mid-2008, analyst Kit Spring of Stifel Nicolaus & Co.
said. Such a move would generate $650 million in annual savings, according to a
Nov. 27 report from Spring. But such a merger could face regulatory hurdles. The
Denver Post/Bloomberg (11/28)

• NBC mulling major management changes
Jeff Zucker, CEO of the NBC Universal Television Group, is weighing whether to
reorganize the network's entertainment division in Burbank, Calif., with possibilities
to include naming Jeff Gaspin, who oversees programming for NBC Universal's
entertainment cable channels and digital entertainment, to head all TV content, or to
helm all cable operations, according to sources. The possible shakeup comes two
weeks after the departure of Zucker's No.2, Randy Falco. Los Ang"l"s Times (free
registration) t 11/29)

• Telemundo acquires studio, international distributor
In a bid to gain full control over the production and distribution of its domestic and
foreign programming, Telemundo has assumed full ownership of Telemundo-RTI
Productions and will acquire the assets of its foreign distributor, Tepuy International
Corp. Patricio Willis, who had helmed Telemundo-RTI, will become president of the
renamed Telemundo Television Studios, and Marcos Santana, president and COO of
Tepuy, has been named president of Telemundo International. Mediaweek (11/28)

•
Clear Channel teams with Reuters for on-demand news
lIncier a new cleal, Reuters will provide news and video content on-demand for 200
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Below the Fold

Bounceback
We want to
hear from you.
This is your column,
so send your
comments and
a photo to
radionew.s~Rr.c9m

Tough month for satellite radio
N()\Tmher retail receiver sales dropped 4YYO for both Xtv1 and Sirius (lccording to Wall
SIred analysts. The soft sail's data has the analysts looking at whether to cut thcir 2006
~;lJhslTibn estimates yet again. With November sales data from NPD, which tracks all
SlIrts of retail sales, showing unit sales for both satellite radio companies ofl45°A) from
a year ago, Morgan Stanley analyst Benjamin Swinburne told clients that his estimates
could be at risk. although he still expects subscriber numbers at the end of 2006 to be
within the most rcccnt guidance from the companies. Swinbume has projected XM to
ellli the )'L'ar with 7.9 million subscribers, \vhile the company's range is 7.7-7.9 million.
llis projection for Sirius is 6.08 million, while the company range is 5.9-6. ] million.
i\ tier seeing the soft November numbers, Jonathan Jacoby cut his year-end subscriber
L'stilll<ltc fnr XM to 7.7 million from his previous 7.8 million. lie is sticking with 6.1
lJlIlliOIl for Sirius, noting that \vhile it also saw a sales decline in November. it increased
it:; sku"C of the re1ail market.

I<BR First
BnJadcast lender reorganizing
RHRiTVBR has confinned that a restructurIng took
pldCl' in the past few days at Wells fargo FoothilL
which is a major lender to radio, TV and other
media. Our sources say the biggest change is that the
company is shutting down the lending unit that dealt
011 the low end of the market, loans in the 1-10
million range, and will concentrate on the higher
lllargin business for larger broadcast loans. That is
had news for smaller operators, since Wells Fargo
j'"onthill h,ld been one of the very few natlonwide
lenders that would make media loans below 10
million hucks. Despite numerous contacts from
J{HI{TVHR, there is no official comment from the
CP1lJP,l1lY .'d Oil the reorganization. Wells Fargo
FoothilllIladc a major move to target the 1-10
million media loan market in late 2004 when it
<lcquired Westburg Media Capital.

Ad Business Report
Goog)e Audio ads
Voices available at Voices.com...



.." .vVV .....,; ... VD.l

OPINION ...........2!~

1

Should Satemte
Radio Merge?

..__._~- -.-.- _ _-_._--- ._-, ~----'---

XM and Sinu. '- spent a lot on opel&tioos and p.rogramrning even wbik
moving back the; talgEl dald by which they expect to break ..tIl. Now, bc'~l are'.
experiencing a painful trifecta of new circ""ISl"nce, as they enle~ their fifth and'
fourth yean in 9<ltVice, respectively:

,/ The PM modulator probe by the FCC bas cost both companies time to mar·'
ket foc some pnx!\I<'ls aud added expense for redesigns; .

,/ New sub6cri~rs aren't coming on as fast as they bad been, while more'.
aUlOmakers now plan to add iPoo adapters to their vehicles;

,/ Auromakers that install .atellite radios src hllVing a lolllb time .elling new',
velUcles,

The ent of DX'ing h.s come 10 all end
now '-hat th~ entire world is wired for the
L._~,_. \1)... .,,, 'n~"....... r....n11i~ the ionos-

f

l.__ . _ ~. __ ._ __._. .. ~- RW'

I

Wall Sueet analysis are asking whether the companies will ever be in the· black;;
Some investo,.. wmtt a quick fix -like a _Tier.

A merger might make good business sense for shareholders; but it Wlluldn't. .
serve the public interest, With a monopoly in pay mctfu,there would be no c>"npe" .

I tilion for bardware or subocrlplion pri=.
i Coositler what OOmpetiliOD bas -.vrougbt BothsflllI1I< bimoos of .doIiars 101'*,
! themselves up and nmllillg, buildilli SWdi05, launcmng.arelliIcs and subs~JiiZli1C,.':I recelverdevelrjpmt4l; Sirius in plllliClllar spent a llllil'bitcr ofa first opetIttiODlIl(

I
year, with satellitcs in space but no radi06 in,lIte .•_.

They've paid'miUiOrisfur high-priced talent to .produce originlll programminj!.<
I
I: They~ programming thal is interestin~ and well preseorlld.Mucb of what's Oft::

talellite i58000 tadi<i:' .
!
i Sirius and XM are also using their spectrum for other businesses, such as real.
: ~;:;:o~iwd 'w~lIlc': services, and boill are developing !be ability todeli~..

I So cOlll{ietition ",1m each other has p...hed innovatilm, totbe benefit of con+I samers, Traditional radio, in turn, bas been :fOrced·to: adapt ,w the prcsell<:eoF

I
wteIlite, That's good. But a sinJ:le pay radioservi<:e woWd,enjoy lJlJfair cOl1lpeti,!;
live advantage-"i'\iDstttaditiooal broadcasters. ,,~

'. ,Also, XM. ami Sirius' paid for.spectrum, but the lleG-stili regulates l!<J,,,,if$i,:

I
'· usee:·in e;xcl\linI:C futapprolling a merger, !be COIIIDliBsiim migbt decide""" <)f~

those twoclnmkS'lJf S·banl! sptCtnlJ1l needs 10 be retu.metlfol'r:e-auctlon, ."
Intbe~eIeClr<lsies world, satellite radio ~ now .Ju,s1llblished plxdl1Cl,:.

I carel""Y· This'~ radi() prices will contiDue to drop at retail arid the cost .W,
I make products are dropping .. well. Lower priceaualJaily meaDS more salb. j b14<.
, !be 'latca.'<lers would m:ei've~ per radio.as they geta pea<:enta~of l\arih ,pr<ot:luci::

:sold.
Satellite has ~ finile window to reach more subscribers arid ent cOlltsb,lfore:":

investors demand cb.aDges, The fourtn-<:Iuarler .eUing season is crunch lime anll;'
this may give .merger discllSSions a boost ,.i

But d,is trial balloon deserves to be shot down. The:pubIic, and tbl' broodc...c·.
ers who compete with these neW satellite seMc", deserve that.

l
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NPR Move~ Multi-Channel Forward

Netl"Jo,k Seeks Manufacturers tr:- t"'iake RadIos: It tlViii ProvIde ProgrZJfn StrCiJlr}$ for
Nernbers

by leslie stimson

For some station executives, 9aing digrtal only makes sense if there's an opP'Jr.:-unity to
create J)f! ..... programn'!ing to go ~lon9 w:th the J:'ror,Ji5e of better audio_

That·~ why t.his June, NPR plans t::> offer se':eral prog:"2m streams to member stations
that plsn to split their djgital signals into multlp;e t:haonels. By f3!1, the network hopes,
receivers will be av(t!!able: to '.Qosumers to decode rnalti-charmel Cl9,tal r;;;:dio.

RadIo World has reportf:d on ,t'e efforts of NPR cl.d its partniC'r$ Kenwood co': 1-i3fri:i to
test the concept !.>f Inulti-channel digital. New NPR i'i Drep~red to bring its TOI'l"'otrow
Radio project to reaJity wtth plans for handnng both the programming and ha,dw~re

n~eds of membe,- st3tfons.

Antk;pating a group purchase of receivers, ttJe network r$ asking mcnufactur~""Sto make
HD Radios that can receive multiple digital signals. It is offering special, free,
programming available to rnE>mber stations: to flU the channels with content,

The t<Jrget date is June for the first of a planned four program streams. cO!1sisting of
classical, jazz, news/talk and ~ll!Jthe,... music ChiCl\Oet. Format streams deveklp€:d for the
supplement.I channels are seen as the on"s most likely to grow and bE suppetti'd by the
network: for a long time, sources dose to NPR. said.

Many In radIo lony have argued that di9ital only makes sense.tthe industry can deliver
improved conten~ as p6rt of the transnion, giving consumers- sl.iffldent "eason 1'0 buy HD
RadlcS' - just as subsrooors to satellite radio do so for the new content.

Mllee Bergman, Kenwood vice Dresident of new digital technologies, said T"morl"Ow Radio
"is the ~ingle most ;mpQrtant feature to promote HD RadIo because it gives the consumer
another compelling ,eason to buy" aslde from great "udlo quality with digjtal ,·"dle>.

Possible grDUP buy

NPR reJe;;!sed ~ P.equest for Information to licensed HD Radio receiver fl)-ar,ufadurers at
the recent CE5 convention In las vegas. Other HI) Radio vendors were welcom~ to
respond. A future groop purchase could 'nelude 10,000 to 50,000 radios, said Nilee
Starling, NPR vice president of engIneering and operations.

"It deoends on What the manufacturers tell us ;JOOU[ the price points, whether we Can
come to terms and actualiy execute a group buy. Tt'tat's why it·s an Rfl as oppo!.ed to an
RFP,' or a Request for Proposal, he said.

91l2i2005
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J\!PR iHH_'::"S to t-"':. tl~);e to (Y21t J lJccll by HH: SpI iWJ NAB ,>hQV'! ~,(J i£ con ~]!ace zm o~·cJer and
t,av~ ~hp units shipped in time fl)r st;;oUor; fdll fundraisers.

The Te.dICS would b"" 11'5 .... (1 to O;~(,d \tHe> I'narketp!acc.- proto:1bly iJS pledge prernil1m$, .2'p(j uy
stallon ~rnployees. tOT 5t.300n IflOnltotifl~.

1he Rfl response c1eacJllne was] an. 31. The network h<3S brckered such gn;uc equipmEnt
buys in the past r he sah1.

[vefltuaHy~ aU st~trOn5 would pay NPR tor their radio');, said John KEan~ senior technologist
at NPR.

While the rnufti-c.'1armel concept h8S garnered the most attention from the no-n
cO:Tlnle,dal world. commercivl broadcasters are warming up to the ootentlal '~r~ the
~tipplementald~gltai chaflr.e's. Several fold Radio \,yorid they ~re looking at the concept.

At Iniquity's pre.~S ':ur:fE"fenCe in L~s Vegas. Enterc~m Preside-nt/CEO David Held caJled
th~ technology an "opportunity to create new radio stations to grow content." '

Ibiquity Digital P,esident/CEO Robert 5tmble said l~e extrd channel c:apabiHty of digital
rad'o would "help thes" guys (representing different radio qroups) light u~ a comp"titive
battte" cetween each cltler and with satellite 'ddio.

At ttle show, KCNV(FM} in Los V~gi)S became the 50th NPR mprntrer station to go HD
Radio 1t was featured III ,J supplementol 3ud!o demo at lbiqu;!:y's booth.

Approximately 300 NPR member stations are In various stages of dillil", copyer'Slcn, with
funding for an additional 150 to 200 exp"cred to be approve<:l by ~he Ccrporntion fcr
Public !3r'oadcasting this- year, according to NPR executives.

How low can you go?

NPR hopes the FCC approves the multI-channel concept for HD Radio early this year.

In perc<>ptual test results of Iblqdty's liDC cod"c at various bit rates, submitted to the
commission ill the talt. NPR <:aid, "Th" new testing indicates that 48 kbps is perceived by
most listeners as pTov;dfng equal sound quaJlty to the maxImum .ale of 96 kbps."

Optimum bit r<lte allocation varies aceording to. format, so NPR hoped the agency would
"'low stations to determine their own bIt rate allocation for mUlticasting.

The codec tests ShOWEd it '"as ssib'e to achieve two near-CD uality channels "Ius IJ
to four additional voice' grade c annels..with mif)I~, if any, inU,rf"r",nce to ex sting
"nafog radios, starling said. ,welve codec; from n!he vendors were tested.

In the Inf(3) tests last y"ar, the main channel was 54 kbps and t~e supplemental channel
was 32 I<bps.

NPR referenced its "Report tin Perceptual Tests of law· and Very low-9it Rate Codec:s,"
filed with the FCC, tile resurts ()f testing that the netvrorl< commissioned, alon~ ",ith the
Intemational Assodatitln of Audio Infonn3tion Services and IblQuity.

Particip,>n!:s wanted to see if the extended hybrid digital spedrum was suitable ror radio
reading s'ervke tr3nsmisslon. The testing measured subjective Qualitathre differences
among the lat"st digital cedecs that may be used for radio r"adlng Servlce5.

http·/I""ww.radioworld.comfrefeleilce-momliboC/02_lW_h[tcesjlpI_,2.~htmj
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lh? networi< <;Iilted, "1,~,prcve(~ CjtJa'lty was achieved with n:-adrty :~vai'able C).i~C5
(O;l:pdred to L'x)~;lf~lq afldlug SeA lE.cht;oiogies, UQt~, wIthin a 5ln<;ie extefldec hybrid
'pi'lrUtion dnd withIn l ...... o of the four oV311able partitions. B2Sed en these resultS r we
bf;'I'l?v~ radio r~"d;!l~ scrvi<.c;<.,·, ;Jrl'l other- $petj<~lize1 aurHence ~,e,VKes, will t·c i1 practical
">"'rVlce option VI,'" t'xtcnOhi i:ytlrid n- mle."

Readjng ~e"/ic~ viable

"Tnis would ailcw listeners who rt;ly on the~ serv'ces to purchase common", a'fztlabJe
fr'!<,:ss-m;:jrkf:'t r~felv(,(S, \..iftim;Jrely freeing these service; from reliance on sp'~cii3ny

f'--~anufacturedSC....... rect"lvers, whictl h!5tQrically have offer-ed inferior quality s:.=r"h:e, a it
stated.

(for hybrid analog/dig;1al broadcastin9, the lbiquJty HD Radio system acids a number of
OFDM carriers ::loove and below the host analog signal. Groups of carriers are- formed into
freque~cy partitions -about 6904 Hz. each in wfdth_ Ten of the outer partitions farm the
main group, providing a 96 kbps digital stream for the primary a"dioJ'h,mnel [and
optionany, supptemental aUdloJ. Additional SF!ts of partiticns are allocated syrl1metricaHy
with;,) the pair of main partitions, called the extended hybrid mode. These int~rior

partitions prC'Vide anc.iUary data streams at about 12.5 kbpS each. Rat!Jo V'/orlo wm report
furthe.- on these tests In a ~ub~~qttPrJt Issue.)

e?s-ed on re$ult5: in the te5t::5, NPR asked the FCC for expedited authorl2ation l'br pubJlc
stations to begin dff;ltal multJc.asting to foster the development of ctve-rse, neN public
programrn)ng ser-vice:s; eliminate the costs of reuuccti'./e upgrades; and afford s.tations
the oppcrtunity tD strearnl;ne operdtions.

'he network hopes the commission approves the multieasting initiative in the first half of
the year.

Sponsored 'inks:

.. Leitch iet::hnolo9Y designs prodUcts for the professional
teleYision industri that streamline workflow of content
production, processing, transmission, rn.etnagement, !>toragc,
;pnd measurement. Cnck nereJ

~ RF Centrol. The total solution provider far broatiCaSlr
surveillance end electronic newS gat:herJng (ENG) equipmenL
Improve your im3ge gathering capahHfties and reduce costsl
Qick here!

l
test

• TELESTREAM: Enabling tap"less w0rl<f1ow5 wIth ovr autom<Jt~d,

IP-based medIa e-ncoding, '-access .:md delivery SOfL'ti0n54 Learn
how "t www.lelestream.ner.

EJ ~I( • home J industry resources I Radio Wv-rk1 , aobout JMAS Publishing f conttltt us

hTtp"!!WWW radioworld com/referrnce-roomfibocf02_TW_hd_ces~npr_2.shtmJ W12n005
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• 448 stations on the market in wake of CC sale
Clear Channel will spin off 448 radio stations as part of its record-setting private
equity deal with Bain Capital Partners and Thomas H. Lee Partners. Analysts note
that, despite the huge volume in inventory, it is doubtful that the acquisition price for
individual stations will be discounted. It remains to be seen whether local,
independent buyers will be attracted to the available stations, or if other radio
networks will look to expand their holdings. R.adio &_Record~ (11/16)

~ Clear Channel puts 42 TV stations on the block: As part of its impending sale,
Clear Channel will sell 42 TV stations in 24 markets. According to experts reached
by TVNEWSDAY, the stations are expected to fetch between $1.2 billion and $1.5
billion. IVNEWSQ1\1' (free registration) (11/17)

=CC's station sell-off and country music: The country music industry will be
closely watching Clear Channel Communication's planned sale of 448 small-market
radio stations, including about 120 country outlets. The Ten!l(~ssean (Nashville)
(11/17)

!:'-',sjn~ss8t!l1dustryReport ---- ----------- ...

• NAB opposes Senate "bailout" of EchoStar
u.s_ Sens. Wayne Allard, R-Colo_, and Patrick Leahy, D-vt., introduced a bill
yesterday that would block a court order requiring satellite operator EchoStar to stop
sending distant network TV station signals to 800,000 subscribers on Dec. 1. NAB
issued a statement against the bill. "NAB strongly opposes a bailout by Congress of a
habitual copyright infringer that has skimmed millions of dollars infringing copyrights
and violating the law on a nationwide basis for eight years or more," spokesman
Dennis Wharton said. BrOildC:Qsting8<._Cilble (J 1/17)

I 1!?()/2()()(,
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,...... CCU buyout set at 37.60 per share;
~ Station sales coming

A private equity bidding consortium of Thomas H. Lee and Bain Capital emerged the victor in the auction of Clear
Channel Communications, beating the competing consortium which had been working with the Mays family for
months to put together a buyout of the company's public shareholders. The winning bid totals about 18.6 billion.
Add in some 8.1 billion in debt and the buyout values Clear Channel at around 26.7 billion. In a most unusual
move, Mark and Randall Mays will stay on to run the company, despite the fact that they had been working with
the other bidding group.

At the same time, Clear Channel announced plans for some large-scale station sales to optimize its portfolio. Mark
Mays says 448 of the current 1,150 radio stations will be put up for sale - all of them outside the top 100 markets.
Also, the cntire 42-station Clear Channel Television group is bcing put on the market. The company said the assets
being Plit lip fe,r sale account for less than 10% of Clear Channel's total revenues.

Tb" sale of Clear Charmel to the Lee/Bain group is subject to regulatory approvals and a vote of Clear Channel's

I I! Ih!2()()(,
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News

Clear Channel TV for sale
as parent is sold
Employees of Clear Channel Television could not have
been very surprised yesterday when the entire 42-5tation
(including LMAs, multicasls and such) operation was put
up tor sale. Since Clear Channel Communications
announced that it had put itself up for sale to the highest
bidder ()Q/;l6/06IVBIL#2Q2) there had been speculation
that the TV division might be put up for sail: to reduce the
debt that would have to be taken 011 fix the buyout of
public shan:holdcrs. That specuLllion turned to fact
yeslerday and Clear Channel CEO Mark f\.1ays also
announced that 448 radio stations in 90 smaller markets, from Boise, 10 to Yuma, AZ,
were also being put up for sale. The TV and radio stations to be sold were said to
accollnt for less than 10% of the company's annual revenues. In the deal announced just
bef,"e the stock market opened for bnsiness yesterday (&BR/IVBR AjenlO/16/06),
two private equity finns, Thomas II. Lee Partners and Bam Capital, will buyout all
shareholders of Clear Channel for 37.60 per share, a 25% premium from where the
stock was trading before the company announced that it had hired Goldman Sachs to
entertain offers. Company co-founder LO\\'TY Mays and his two sons, CEO Mark Mays
and Presidcnt/CFO Randall Mays, will be investors in the new owner and Mark and
Randall will stay on to run the company. The payout to shareholders will total about
18.6 billion and the 8.1 hillion in debt to be assumed or paid off brings the entire value
for Clear Channel to around 26.7 billion. That is quite a run-up from the 125,000 that
Lowry Mays and Red McCombs paid for their flfst station - KEEZ-fM (now KAlA)
San Antonio, TX - in 1972.

TVBR observation: Whether one company, such as LIN, buys all of Clear Channel
TV, or it is sold off in pieces to several buyers, the new owner(s) will almost ce11ainly
he more focused on television than Clear Channel eYer was, The TV unit wasn't
neglected - indeed, it even made a crealivc, strategic acquisition ill Rochester jusl this
lllonth (\1/15 TYBJZ#223) - but TV was such a small part of Clear Channel that it \vas
lumped into the "other" category for financial reporting. You could make the analogy
that tbe TV ullit at Clear Channel is like the ABC Radio ullit at Disney - neither
oUlstandin'2. over-performance nor dis1lla!ullder-pcrforlll;HllT could llldh:C ;lIlY' dCllt O!1
till' corporate hottOlll lillc, Jllst ,IS Ilis!lc\' I'; dlvcSllll'-', radio 10 ,lladl(l-focusl'd buyer.
(k;lI' (·Il'lllll<..~J i:-; dlVl'stillg TV

Bounceback
We want to
hear from you.
This is your column,
so send your
comments and
a photo to
L~t~y{s((i)rbr,~Qm

TV Media Moves

Zaslav.jumps
to Discovuy
David Zaslav is the new President
and Chief Executive Officer of
Discovery Communications. He had
been President of NBC Universal
Cable and Domestic TV and New
Media Distribution.

Below the Fold

Ad Business Report
Sony effort for PlayStationJ
Debuts today with a major marketing
Effort for the holiday's ..

Media Marl~cts& Money
New market for New Vision
Added a market as driving the group
toward the 15-20 market threshold.

\Vashington Media Business
Report
But I thought you
V,'ere gOjll~ !\) h;111dk it Naillcly
license rCllnl."l!




